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rIntroduction and Summary	 -1

In a series of four articles that appeared in Beirut's
L'Orient-Le Jour some weeks ago (extracts and summaries
are attached), Lebanese journalist Edward Saab set
forth a number of interesting and provocative views
on the current situation in Iraq. As reported in
BEIRUT 10233, Saab appeared convinced that the Ba'thist
regime -- its internal position strengthened by for-
tunate economic develurnents and by its alleged success
in defusing the threat of Kurdish, Communist and other
domestic opposition -- is about to embark on a major
effort to expand its influenc^ in the Arab East,
especially in the Persian Gulf.lEnclosures:
(1) First Saab Article on Iraq
CO Second Saab Article on Iraq
(3) Third Saab Article on Iraq
(4) Saab Interviews Barzani
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We found both the Department's and sabassy Tehran's knitial
reactions (STATE 213290 and Tehran 6,86) to ...mob's °beer-
vations !highly useful. We have paid *lose attOntion to them
in attempting to assess the information and Conotusions
contained in Saab's reporting. We have also hid 	 oppor-
tunity to discuss Saab s's views with I. number of reasonably
will-informed 'observers of Traqiaffairs in Beirut-- e.g. ,
Iraqi exiles who maintain close contact with developments 	 .
at home, our foreign dWomatic . colle*Oles. and western
newsmen who attended the National Charter un4eiling at
Baghdad last November. While their opinions undoubtedly
reflect a degree of subjectivity and, in sane cases, even
self-interest, they tend generally to correspond with the
Department's assessment of the situation in Iraqi *ad they
are at‘arianoto with Saab's observations is same important
respects.

•

One is tempted to conclude that Saab, while essentially
accurate on many facts, has built on them facts an. analysis
Which contains unfounded and probably -erroneous conclusione
about the internal situation "''in Iraq, the degree of control
exercised by the ruling Ba'ath Party. and the SST's ability
to make Fits influence felt beyond its borders in the months 	 .
and years ahead. On the other hand. Saab apOkrantly saw
an unusually interesting collection of key Iraqi political
figures, and his analyses of the complex inter.sailationships
between the Beth, the communist Party of Iraq ' tail liad the
Kurdish Democratic Party Oaaq are revealing -- even if his
concluPions regarding the future of Iraqi Wthism turn out
to be erroneous. Saab appears to have assessed accurately
the strong Soviet support for the GO!. His assessment of
Iraq's economic potential and development prospects appears
reasonably accurate, although (as the Department points out)
there are ample precedents for questioning the Central
Government's ability to harness them in &comprehensive and
effective manner. Finally, Saab** picture of Ba'thist
aspirations, both domestic and external, is also interesting --
if only as an indication of the regimes capacity for
grandiose self-delusion.



In the following commentary, we shall try to play devil4s
advocate with respect to some of Saab's observations and .
hopefully, by cCmparing them to our Own iMpregalons and
those.00ntained in STATE 213299, put  them in better per-
opeetive. BUD stromr.

Internal Political. Situetion 

Saab's main thesis -- that the Ba sthistregine, its internal
position having been made secure by the elimination or neu-
tralization of its domestic opposition, today feels able
to assume a stronger role in area affairs -- cep easily
be viewed from the opposite angle. The proclamation of a'
National charter and the public invitation to "progressive
forces" to participate in. the regime's advisory councils,
instead of being a sign of the regime's confidence La its
secure and undisputed possession of power, could just as
well be a sign of insecurity and a frantic atteMPt to bleatea
its image at holm. Proponents of this letter v*400.
that, instead of having snOoessialif nootaaliaedg' 	 a
opposition, theregales nerve** policies and Illholi-hiended
actions (.f., Ammon 3607) have actu*lly increased and
crystallized it to the point Where an opportgnity exists
for any fore* capable of mobilizing popular hatred and dis-
content into a broadly-based opposition movement. As noted
in Beirut 9669 and reports from Tehran in ChB and State
channels, Kurdish leaders seem confident of barzalli** ability
to organize such a movehent.

Saab is not alone in believing that Barsani, despite his
obvious dissatisfaction with the 00I's.performance in im-
plementing the provisions of the Maras lsvp settlement
agreement, has seen his influence increaSingly eroded by
the regime's efforts to develop' an economicifAidt-pelitical,
stake for the Kurdish population within the existing system.
The respected ft Mahar Arab Report cif .aanUary 3 indicated
that Barsani and the MOP, while they, bear no lowu few the
001 and would certainly welcome any oPPortunity to ea mploit
its weaknesses, found it expedient to conclude an interim
agreement eKth Iraqi Foreign Minister MUtteda Madithi in mid-
December. In this agreement, the Baghdad eutheritiss



reportedly conceded an unspecified nutter of outstanding
issues te, the Kurds an#, by so doing, 'went far toward removing
What had been the imminent prospect of a Kurdish uprising
in the Barth.

It seems true, as Saab says, that the 001.haa'implemented
those portions of the March 1970 agreemeAt calculated to
improve its political, psychological and military position
in the Kurdish north. Although we have no way of checking
Saab's figures, there appears little doubt that considerable
strides have been made in the conatrmctioa of reads, schools
and housing. At the same time, there is nothing (apart from
the isolated and cryptic an Nahar report mentioned above)
to indicate that the regime has done anything to implement
other portions of the agreement, particularly those that
provide -- albeit in vague terms -- for some form of effective
political autonomy for the Kurds. (If, only for the record,
it should be noted that the (301 reportedly has been paying
Barzani a regular monthly subsidy of.300,000 dinar*. and that
it did turn over to him those anti- **rzani Kurds Who supported
the regime in the last round of figh.ang).

It seems clear from Saab's contentious interview with Barzani
that the Mullah, far from being seduced by the material benefits
accruing to his people since the March 1970 settlement, is
totally intransigent toward and suspicious of the authorities
in Baghdad -- so much so, in fact, that Saab says the Soviets
became alarmed at the tone of some of Bariani e s remarks and
prevailed on Saab to, delete them from the published text.
(Sven so, newsmen returning' from Baghdad have told us that
the text as published left the Iraqi Government furious at
Saab.) Neither Barzani nor the Km) -- which, as Saab points
out, has tended increasingly to reflect Barzani i s influence --
seems at all prepared to settle for the mere trappings of
an autonomy (i.e., five "ministerial* positions and parti-
cipation in a "National Front") that allows the Ba'thists
to retain all the essentials of real political power in their
awn hands. Our contact* among Iraqi emigres in Beirut who •
claim to have close ties with Kurdish nationalists assert



that this bulk of the liserdiek population tiaras these seri- 	 •
tiallateta and Mars exited behind Sargent than at any tip*.
ita :the . psat.. if so, the rulers in Nrighditid mat only,.be

'thassolsree if they believe ihirsaiii atad • lhe OSP hew*
bow effectivelfseUtmlised and tiWktg' in the *Walt
a, reimala tifrIrecii-Itualkish hostilities, they would net comMand
the support -of the siturdiah masses. •	 .

Seats* _satiate** that . Narsani i s forces have been circiim-
seritsed cit' otherwise put at a military disadvantage' vie-a-vis
the NW also Meats quartionable. His claim that Iraqi troops
now hold. many strategic :positions in areas nevir before con-
trolled by this :regime is dismissed is normalise by many of our
informants, who make the counter-claim that the exact oppo-
site is true,. Not surprisingly, tha .40I . has attempted to
continue its past practice of using !turd* (now grouped in
army Units	 eased by Iraqi Arabs) -to confront Bartrani•
bat he is said to restein Confident that such mercenaries will
melt ..away when the first shots are fired.. In fact, CAS

reperts eslready indicate .a Marked Jib:ream. .in lerrdiah deter-
tio: as frost 'the Iraqi ,kisay. (It. is meneseary.here to recall
that, due 'to the Iraqi Arab . soldier te	 to cope with
the climate and ',geography of north Iraq -- not to mention 	 -
with the fightiraj 'qualities .0f the 'Nish Merge -- the pOI wan
forced to ,employ 'Leese 15,000 anti-Oeraani Kurds in the last
round -of fighting. -As noted above, the regime left the Se
mercenaries to .1taritani's mercy after the March 1970 .isettlement,
ano;Vittemories .,of -this experience may make it unlikely that 	 .
touty3KU.rds will' be . eager to . cooperate with the rag  : against
Bassani if fighting -,breaks out again;)

We 'note that one guiding principle of Bal thism, which Considers
itself an elite moves uniquely qualified to rule, seems
always to have been a total unwillingness to share power with
any other political force, actual or potential. 'Phi* Wm/
explain why the Iraqi Ha'th insists' (as' both President Mar .
and Sadden Hussein Takriti made clear in November and isecuitber
1971) on the complete subordination of the Iraqi mattery
to excluitive.party ooatrol. Saab describes the Iraqi Army
as a do~ eile creature no longer posing a threat to the regime.



If he is right (the regime appears to have been taking . no
chances at. the July 17 military rev** inBaghded),this
dogiiity	 achieved by relentless purges. of Unreliable
element* -- may well have lost the army Much of Stever	 •
effective fighting capacity it .oncepotiessed. Owlet our
informants geee . sO far as to say that the army, in any
renewal of hostilities with the Kurds, detIl4 not fight its,
way out of a wet paper bag. He maintains that in such
cOmetances, the regime-could.find itself in an impossible
dilemma -- i.e., faced with having to 'accept humiliating
military reverses that could bring about its OSIlapee, or
having'tO recall. 0unreliable" elements to key military
positioas, from which they could wofk enthumilatitioitly to
undermine the regime fkos.within.

In light of the foregoing, Saab's iml:ied contention that
the'00:08 alleged sucCess in neutral is Samara argues
against its invelvemeatin. ,the roc** abertive attempt on his
life is not particularly	 Even. Saab-reports
Barzani's conviction that the regime engineered that bizarre
attleppt, Sine* it believes fnot witliSat reason) that With-
fiia - demise,..'the Kurdish problem woeiCdiaappeit in a welter
of conflicting tribal and ideological, 	 em014 his
followers. Barzani itsdoubtipcs awaOrof what sewn SO haft •
beeneffortsbY ' the regime to increaSoSthe fi4bting potential
of his principal tribal enemies in'iOnitinction'eith the
assassination attemOt. We are:told:114i is . ils0 convinced that
the Soviets, for reasons of their own, were at least aware
of, if not actually behind, the: plót to	 t A*04 As a result,
he seems even lesS inclined to trust inAla tthist. and Russian
overtures aimed at gaining Kurdish''acceptonce of the..SetiOnel
Charter.	 •

The regime's explanation for its recant action in arresting
several *embers of the KDP in Baghdad on charges of Haubvereive
activity" and its more recent okpulsions,ot.itardish . "undisir-
ables n 'actost the Iranian hotter are'hardly likely to render. 
hits less suspicious. , A January 1740r.feport from Tehran
records Hartani ashaving'gone.ae fa* air 'id accuse the GOl



of planning the' "extermination of the Kurd*" and calling on
his followers to resume the fight against Iraq.

We therefore find it hard to credit Saab's belief that the
internal situation in Iraq will remain quiet long enough to
permit the Ba i thist regime to turn its undivided attention
to bolstering its political influence abroad. Recent news
items from Tehran have already referred to clashdw between
Iraqi forces and the Iftrds in the north, and 611.8 reports
indicate that relations between the two sides ore strained,
with both Barsani and the GOl convinced that a renewal of
hostilities is inevitable. Our British colleagues appear
convinced that "something is brewing" that will involve not
only a renewal of Kurdish-Iraqi hostilities, but also possibly
an alliance between the Kurds and dissident Iraqi Arabs, '
some of whom have apparently taken refuge with Barsani and
helped him seek	 assistance. We recall that the	 4

SDP's Secretary-Oenegef, Habib mabaradat Pieria, spoke of a '
coming popular Kurdieb-Arab uprising in bin Növember 2 meeting
with us in Beirut (Beirut 9689 and sUbselaentisemcon).

we are hardly in a position to predict the lengths to whichi
the Iranian Government might be prepared to go in order to
speed the downfall of an Iraqi regime that, as Shown by
recent mass expulsions, clashes and growing tension along
the Iraqi-Iranian border, seems * to delight in provoking and
irritating its neighbor to the east. We. gather from accounts
received from some of our infOtInants.land more or less con-
firmed by the British) that Iranian support for the Kurds in
the last round of fighting was not exactly wholehearted .4*.
that, in fact, when a Kurdish coalitien- with disside*t
Iraqi Arabs was on the point of being realised in early 1970,
it was spoiled by a clumsy Iranian %%VAX) effort to Mount
a separate coup by anti-Ba sthist elements in Baghdad. / ►0
Iranian-basked conspiracy was easily penetrated by theODI,
and the plotters were "rubbed out" Li a matter of a few-hours.
This traumatic experience is said to 'have cooled the ardor
of Iraqi dissidents for further subversive activity, and
the Kurds were forced to fight on alone until Phirch 1970.
This tips around, say our informants, both the Iranians and
Aion4Aan# T .nanta nan	 ainmontAil.tin nrnfik frran	 Rata



experience to make common cause with Barsani and the KDP.

David Hirst of the Manchester Guardian reported recently from'
Baghdad that the Kurds already tendo view their cause as
a rallying point for dissident Iraqi Arabs and can be expected
to "present themselves as liberators rescuing Arabs and Kurds
alike from 'the beasts in Baghdad". While Hirst says the
results of Barzani's contacts outside Iraq had - been disappoin-
ting as of . last November, he thinks there,say be a better
response as Kurdish-Ba l thist tensions continue to rise. One
of our own informants .contends that Barzeni ls search for exter-
nal political support has already set with soar success, par-
ticularly in Jordan where King Hussein hes promised  to urge
the Shah to play a more'active role in support of a Surdich-
led, anti-Ba'thist uprising in /req. (xe says that a visit
by Hussein to Tehran, which was postponed by the asseesieetion

Wasfi Tel, will take place in the. near futnie.) in view
of the heightening of tensions along the Iraq.lrenien border,
we wonder whether the Shah will require much urging by the 0047.

Soviet Influence in crag 

Saab's estimate that the Soviets, having established them-
selves in a position of considerable influence' in Baghdad,
are working assiduously to assure continued domestic tran-
quility in Iraq seems to be correct. The country is already
dependent almost exclusively upon Moscow fdr arms, and in
other respects (economic assistance, for example) the-USER --
perhaps mindful of the mistakes of Russian policy during Ressemes
time	 appears intent on identifying itself completely with
the Ba'thist regime. it would seem that thet , Soviets are
determined not only to protect the gains they have already won,
but also to transform those gains into a position of 'pendency
and paramount  influence that could stand Moscow in good stead
in the Middle East in years to come. Given Zraces relative
isolation in the Middle East, the ground appears fertile for
the furtherance of sudh ambitions, .and the Russians seem tent
on making the most of it. A four-day visit by Marshall Grechko
in mid-December resulted in an announcement of further Soviet-
Iraqi cooperation aimed at "strengthening Iraq'ss defense



capabilities" -- a statement that suggests the USSR will
provideJraq with additional weapons and other forms of
military' assistance.

The Soviets have also committed themselves increasingly to
support for the Ba'thist regime in the field of ecoic
and technical assietance. Beginning with a large-se-We aid
agreement concluded with Kassem's Government in 1959, Russian
assistance by march 1070 had been responsible -- according 4

to the official Iraqi News Agency -- for the cOmpletion of
some 63 "major projects", including 14 in the industrial
field, 9 in agriculture, 5 in communications *ad 5 training
institutes. Russian experts also carried out a number of
surveys in sulphur, oil and phosphates, and Soviet &ssistance
since 1965 has played a primary role in the financing*
planning and ongoing constriction of "the Euphrates dam. In
1969, the USSR managed to get a firm . foothold in Iraq's
oil industry by undertaking to help the Iraqi National Oil
Company (INOC) develop and exploit oil resources in the
southeastern Halfaya region and in the controversial .North
Rumeila area. Contracts forming part of-ttsAs agreement
included a $70 million Soviet loan (repayable partly in
crude oil) for the development of the North RIGInila field
and a Soviet pledge to supply INOC with $12 041/10406 in oil`
exploration equipment, along with teChnieal ativioe Ito itsuse. 

In August 1970, the Ba'thist regime signed another economic
protocol in Moscow for Iraqi-Soviet cooperation in-new indus-
trial projects, oil and mineral exploitation, agriculture,
irrigation and transportation. Under this-agreement, said
to entail over SO million . Iraqi dinars, the Soviets were to
supply industrial and agricultural equipment, experts and
technicians in return for payment largely in the form of o
nationally-produced crude oil. Also in August 1970,,there
was established a joint Iraqi-Soviet Economic and Technical
Committee, charged with supervising the progress of economic
cooperation between the two countries. (It reportedly holds

-rotative annual meetings in Moscow and Baghdad).



In April 1971, the Iraqi Government signed a 90 million ster-
ling loan agreement with the Soviets at Baghdad, designed to
meet the commitments of Soviet organizations engaged; inter 
al la, in constructing an oil refinery at Mosul and a pipe-
line between Saghdad'and Basra. Other projects covered by
the loan included the building of two hydroelectric stations
in north Iraq, a phosphate mine in the western desert, a
fertilizer plant, and several fishing schemes and dairy	 •
facilitiei. This loan agreement was followed in June by
a new Iraqi-Soviet "protocol of cooperation", the details
of which seem not to have been fully disclosed. From tid
bits of information released by the Iraqi News Agency,
however, we gather that it relates to further Soviet assis-
tance in developing the North Rumeila oil field and estab-
lishing the al Tharthar Canal irrigation project. A
separate USSR-Iraqi irrigation accord was signed last October,
committing the Soviets to provide water-drilling machinery
and financing for a network of agricultural projects in the
Tigris and Euphrates river basins. Under the same accord
the Russians have undertaken to assist in the desalination
and reclamation of five million dunums of land in central
Iraq.

This thumbnail sketch of Soviet economic and technical
LKOM marine

biology to petrochemicals, the granting of advanced voca-
tional training opportunities in the USSR and Soviet bloc
nations -- all these also play an important role. Taken
together with the, heavy Soviet stake in Iraq's economic
future, they paint a picture of massive Russian involvement
that can hardly fail to be reflected in political terms.

While it is correct to say that Ba l thist opposition to a
peaceful settlement of the Arab-Israeli conflict poses a



potential source of difficulty for Soviet-Iraqi (not to
mention Soviet-Syrian) relations, this apparent contra-
diction is not likely to cause problems until a settlement.
appears imminent. Until then, the USSR Can.afferd to espouse
Rasolution 242 in Cairo and consolidate its. position in
Baghdad and Damascus at the same time. In fact, if a Peace-
ful settlement should prove attainable and lead to.a weakening
of the Soviet presence'and influence in Igypt, the Russians
might hope to retain the foothold in the Arab world that
their support for Ba'thist regimes is winning them in Iraq
and Syria. If, on the other hand, Sadat!s policies of pur-
suing a peaceful settlement should be totally discredited,
the Soviets could find themselves in a position of increased
influence in Iraq (and Syria).

A far more :important risk for Soviet policy in both Iraq and
Syria, in our view, lies in the unpredictability of political
developments in those countries In Iraq, assuming that the
present political situation ,does not prove stable --
that Barrani andhis allies (or others) are somehow able to
overthrow the Ba'thist regime. -- the Russians, are -likely
to find that their policy Of-identification with the. Basthiste
has won them an embarrassing backlash oaf popular

With the Soviets viewing their suppOrt for the Central
Government in Baghdad as ,e vehicle ferincreasing and . cow. . •
lidating their influence in Iraq, it would seem ate
for them s to be pressing the CPI and the Kurds to avoid trouble
with the Ba'thist regime. As far as the cPx is oc ►ficerned.
Soviet views would seem to be having the desired effect. We
note that the official Ba'thist organ, al Thawra, on December 1
carried an announcement that the Iraqi Communist Party's
Central Committee had decided to endorse the National Charter
and participate, at least for the moMent, in the system, of
advisory councils it envisages. Judging from What Saab
(and others with'whom we have talked) has to say regarding
the hate for and suspicions of the regime entertainad-by
many Iraqi communists, this decision could have doimil only
after considerable Party discipline had been exacted bl' 100cow.
we note that CPI delegates to the recent Lebanese camiunist



Party Congress at Beirut were united in their criticism
of the Baghdad regime. (In contrast, the XDP-Opdkoleiefah at
the Congress went so far as to express concern over the
"appearance Of negative signs" in.ltUrdish-lratil relations
and the prospect that this trend could lead to a renewal of
fighting in Iraq. He attributed the trend to unnamed
"elements Who want to check the appitations'of the Kurdish
people and blow up the .greatest gains of our long years of
struggle...").

As for the Kurds, including the KDP. there may have been a
tine when Soviet influence Was a decisive fact ►r in the
deliberations of Kurdish inner councils. (We gather that
,Russian pressure on larzani had a lot to de with bringing'
about inrdish agreement to the Mare* 1970 settlement propose
However, as mentioned above, Bartell* is reportedly convinced
that the Soviet :Union was party to the plot to assassinate
him last September. Moreover, the Kurds are not Iools,
they can read Russian 'intentions as Ve11-011 anybed ► -- and
they doubtless Can see that Soviet influence and:Oupport is
Wholly at the service of their adversaries in Baghdad. We
are informed that the Russian Ambateador,in , Baghdad has
visited Barsani at least twice in recent months in an attempi
to persuade' the Mullah to moderate his attitude toward the
Ba'thist regime and endorse Kurdish, participation in the
front envisaged in the National Charter. However, Ilartanip
according to our informants, is no longer disposed t6 pay
much attention to Soviet advice. Despite a 'recent report
in pro-Iraqi newspapers in Beirut that he his "approved" the
Charter, we have seen nothing to confirm this end-are
inclined to doubt it. (we . have noted reports ;that the
XDp organ,'al Taakhi, was strongly rebuhed'by 'tie party for
having printed an unauthorized editorial praising the Chattel
effort. Nett trigt Times reporter Nervily& Howe has told us
she believes the al ,,,akhi editors .ere more sympathetic to
the 001 than to Bartant. On the other band, it is possible
that the regime could have brought pressure to bear on the
al Taekhi staff. we heard in October that two staff members
had been arrested by the 001 and that one editor, IiiirgisC
Fathallah, was having qualms about remaining in. Baghdad).



Iraqi. Economic Situation 

wer	
••

do not dispute Saab's assessment of Iraq's considerable
economic potential, and his figures regarding the extent
to- which the. Ba'thist regime is beginning to develop the
country's abundant natural resources are interesting.

Iraqi oil revenues, already given a large boost by the
agreement concluded between OPEC and the oil companies in
February 1971. and by the January 1972 increase of 8.49 percent
in the posted price to offset the dollar devaluation, can be
expected to soar further in the future if the .regintes
alibitious plans for national oil diorelopment are carried
through. A ten-year $1.8 billion development program, approved
by the Revolutionary Command Council in late Deceinber,
envisages the doubling of national oil production by 1981
through projected annual increases of ten percent over the
next decade. The program will finance increases in pros-
pecting, exploration and drilling activity./ the expansion
of crude oil and, gen reserves/ the contraction of new pipe-
lines., and harbor facilities; and the seal_ reh for new inter-
national. consumer, markets for Iraqi oil ate. gre products.
It calls for INOC. to build a number of pi ones to Gulf
and, Mediterranean ports, as well as a daielift•water Gulf ter-
minal to handle giant tankers. (Iraq sad Syria have agreed
to conduct a survey for a new pipeline to transit Syria*.i.
but they have not yet reached agreement on the construction
or operation. of such a pipeline.) As Saab points out,
t is also buying seven small (35,000 ton) tankers from

Spain (under a barter agreement) for delivery over the next
several years, and it has leased additional tanker* from
the USSR so as to' be in a position to export nationally
produced crude oil early in 1972. In addition, the 00I
has entered into several agreements with foreign countries
(e.g.,. Brazil and North Korea) for marketing relatively
small amounts of crude oil.

Saab fails to point out that Iraq's ambitious plans for
exporting oil produced by INOC depend on' its ability to market
production from the North Rumeila field, which was in effect

•



confiscated from IPC in 1962 under Law 80. With the assis- '
tance of the Soviet Union and other Bloc nations, the develop-
ment of litals, Pipeline, and an export , terminal at Pad will
Ape completed in the near future, and INOC Will be able to
export crude oil early in 1972. However, the 00I-IPC contro-.
versy over Law 80 remains unsettled, and there is some doubt,
in the short-run at least, over INOC i s ability to market
substantial quantities of such oil. In addition, Saab does
not mention the sharp decrease in IPule:::tahe from Iraq's
northern fields which began in the 	 qttartCr of 1971, and
Which resulted in a substantial reduction of NUN OpIas
anticipated revenues- Offtake returned . tOnormal in'beceiber
1971, but as IPC exports are directly mod tO--taaker rates
which have fluctuated drastically over, Vinkvast several
it is not at ell certain that Offtaki WI/1 continue at near-
capacity levels.

Another noteworthy development was the announceftent on January
3 of a Chinese-Iraqi trade agreement under which China will
import a minimum of 100,000 tons of Ira qi linlOhur
for five yeare. In addition, according to the Iraqi Spews
Agency, a teem of Chinese experts will visit' It* shortly
to study a number of development projects that *ill be carried
out under 4440 million loan which China grantee to the 002
in an agreement signed at Peking in June 1971.

Grandiose plans, of course., are one thing; the ability of a
government to implement them effectively and efficientl y is
quite another. As the Department has observed, Iraqi govern
meets in the past have displayed little understanding'Of how
to eltploit the country's resources in ,a comprehensive Ind
rational manner. We note, in this regard, that the present
Iraqi regime seems to have made a point of reducing its"
dependence on purely Iraqi expertise by importing more com-
petent technical advice from abroad. this policy may well
be a matter of necessity as a' result of the exodus frog Iraq
of "reactionary" elements who were the beat educated (Syria
has had a siOilar experience under #aPthist rule). We wonder
to what extent Saab's rosy view of 4;6regime's capacity for
coherent economic planning and develoPaent was inflUenced



by the presence of foreign advisers, mainly Russians, East
Europeans and Algerians, at various levels in government and
industry. One can only speculate whether this new reser-
voir of talent and experience will help the regime's efforts
at economic development to produce results appreciably
better than those of its predecessors4 Saab himself admits
that many of the regime's most ambitious projects in the
fields of irrigation, agriculture and industry are still in
their pilot or experimental stages. In view of Iraq's need
for cash to finance military expenditures and help repay
its debts to the Soviet Union and other creditors, it remains
to be seen how efficiently and rapidly development projects
can be implemented on a larger scale in the future.

Given proper planning for using its increased revenues, there
seems little doubt. that with a period of Stability and
continued prosperity at home, Iraq could be in a position to
assert its political influence more heavily in the Gulf and
elsewhere in the Arab world. However, the sine att non --
internal stability -- seems to us a more fragile flower than
Saeb is willing to admit. Should it wither, his whole
vision of a renascent, aggressive Ba sthist Iraq exercising'
a powerful influence on regional politics could collapse like
a house of cards. We wonder, in fact, whether the inner
dynamics of a minority Sa'thist rule with its regime of fear
do not contradict Saab's image of stability and prosperity.
The experience of Syria before the Assad regime came to power
with a Ba'thist label but a more pragmatic approach provides
an illustrative example.

Iraqi Influence in the Area 

we agree with the Department and Tehran that there have been
no indications of a significant increase in Iraqi influence
in the Arab East or in the Gulf. Saab, however, was engaging
in a long-ter ► prediction based upon his thesis of Iraq's
internal political stability and considerable economic poten-
tial. Re is not entirely alone, moreover, in his assessment
that the prospect (he,Oever illusory) of continued stability
is encouraging the GOI to pay more attention to increasing its



political influence abroad. We have seen indications of
considerable emphasis being given td Iraqi ambitions in Iran,
the Gulf and other Arab states over the next five years,
and there is no reason to believe that the blow struck at
Iraqi pretensions by Iran's recent seizure of islands in
the lower Gulf has discouraged these plans from being carried
forward. One fairly convincing indication of Iraq's growing
potential for making its weight felt in the Arab world is the
attitude of the Syrian Government, which is said to be
growing increasingly concerned about the strength of the Iraqi
regime and, in response partly to Soviet pressure, has taken
some steps toward improving-its'relations with ,the rulers
in Baghdad. (In addition to the joint oil prolectiks a Syrian
delegation was reported to have arrived at Baghdad on December
27 for four days of talks with the GA! on the old and lOng
discussed issue of sharing the waters of the Euphrates, as
well as on bilateral trade and transit relations.)

In addition, we note that at last month's OAF= meeting in
Abu Dhabi, Saudi Arabia reversed its long-standing policy of
opposing Iraqi membership in OAFEC . -- a development that
should lead to Iraq's admission to the organisation lowly
this year and enhance its growing position as a voice to be
reckoned with in Arab petrole,v affairs.

In conclusion, it should be noted that from what we know of
Saab's views-about the Middle East in general, his predictions
are also based on an assumption that efforts to find a
peaceful settlement to the Arab-Israeli conflict will not
succeed -- thereby favoring the harder-line countries such
as Iraq over those (such as Egypt) which have been pursuing
a more moderate approach. Finally, despite his qualities
as a reporter with excellent contacts in many Arab circles,
Saab is also wont to give, himself over to wishful thinking
as to future Arab strength.
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